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7 CFR Ch. XLII (1–1–13 Edition) §§ 4287.114–4287.122 

§§ 4287.114–4287.122 [Reserved] 

§ 4287.123 Subordination of lien posi-
tion. 

A subordination of the lender’s lien 
position must be requested in writing 
by the lender and concurred in by the 
Agency in writing in advance of the 
subordination. The subordination must 
enhance the borrower’s business and 
the Agency’s interest. After the subor-
dination, collateral must be adequate 
to secure the loan. The lien to which 
the guaranteed loan is subordinated 
must be for a fixed dollar limit and 
fixed or limited term, after which the 
guaranteed loan lien priority will be 
restored. Subordination to a revolving 
line of credit will not exceed 1 year. 
There must be adequate consideration 
for the subordination. 

§ 4287.124 Alterations of loan instru-
ments. 

The lender shall neither alter nor ap-
prove any alterations of any loan in-
strument without the prior written ap-
proval of the Agency. 

§§ 4287.125–4287.133 [Reserved] 

§ 4287.134 Transfer and assumption. 

(a) Documentation of request. All 
transfers and assumptions must be ap-
proved in writing by the Agency and 
must be to eligible applicants in ac-
cordance with subpart B of part 4279 of 
this chapter. An individual credit re-
port must be provided for transferee 
proprietors, partners, officers, direc-
tors, and stockholders with 20 percent 
or more interest in the business, along 
with such other documentation as the 
Agency may request to determine eli-
gibility. 

(b) Terms. Loan terms must not be 
changed unless the change is approved 
in writing by the Agency with the con-
currence of any holder and the trans-
feror (including guarantors) if they 
have not been or will not be released 
from liability. Any new loan terms 
must be within the terms authorized 
by 4279.126 of subpart B of part 4279 of 
this chapter. The lender’s request for 
approval of new loan terms will be sup-
ported by an explanation of the reasons 
for the proposed change in loan terms. 

(c) Release of liability. The transferor, 
including any guarantor, may be re-
leased from liability only with prior 
Agency written concurrence and only 
when the value of the collateral being 
transferred is at least equal to the 
amount of the loan being assumed and 
is supported by a current appraisal and 
a current financial statement. The 
Agency will not pay for the appraisal. 
If the transfer is for less than the debt, 
the lender must demonstrate to the 
Agency that the transferor and guaran-
tors have no reasonable debt-paying 
ability considering their assets and in-
come in the foreseeable future. 

(d) Proceeds. Any proceeds received 
from the sale of collateral before a 
transfer and assumption will be cred-
ited to the transferor’s guaranteed loan 
debt in inverse order of maturity be-
fore the transfer and assumption are 
closed. 

(e) Additional loans. Loans to provide 
additional funds in connection with a 
transfer and assumption must be con-
sidered as a new loan application under 
subpart B of part 4279 of this chapter. 

(f) Credit quality. The lender must 
make a complete credit analysis which 
is subject to Agency review and ap-
proval. 

(g) Documents. Prior to Agency ap-
proval, the lender must advise the 
Agency, in writing, that the trans-
action can be properly and legally 
transferred, and the conveyance instru-
ments will be filed, registered, or re-
corded as appropriate. 

(1) The assumption will be done on 
the lender’s form of assumption agree-
ment and will contain the Agency case 
number of the transferor and trans-
feree. The lender will provide the Agen-
cy with a copy of the transfer and as-
sumption agreement. The lender must 
ensure that all transfers and assump-
tions are noted on all original Loan 
Note Guarantees. 

(2) A new Loan Agreement, con-
sistent in principle with the original 
Loan Agreement, should be executed to 
establish the terms and conditions of 
the loan being assumed. An assumption 
agreement can be used to establish the 
loan covenants. 

(3) The lender will provide to the 
Agency a written certification that the 
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